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MEMORANDUM

TO Chief G rcuit and Probate Judges, Fam |y Division
Presi di ng Judges
cc: Friends of the Court, Fam |y Division
Adm nistrators, Crcuit Court Adm nistrators

FROM John D. Ferry, Jr.
DATE: Novenmber 2, 2000
SUBJ: SCAO Adni ni strati ve Menorandum 2000-08; All ocati on and

Di stribution of Support Accounts

On Cctober 12, 2000 the Supreme Court found that there was a need
for imediate action, suspended the notice requirenents of MCR
1.201, and anended Rul e 3.208 of the Mchigan Court Rules on an
interimbasis. The anmendnent is effective January 1, 2001, and
continues until further order of the Court.

Pursuant to MCL 400. 231 et seq.; MSA 25.307(1) et seq., as anended
by 1999 PA 161, the Fam |y | ndependence Agency is in the process of
inplenenting a new statewide system for the receipt and
di sbursenent of support paynments. The interim anendnent of Rule
3.208 will ensure that these cases are processed uniformy in the
Fam |y Division of the Grcuit Court, pending final action by the
Suprenme Court regarding the proposal to permanently anend Rule
3. 208.

Bef ore determ ning whether the proposal should be adopted on a
per manent basis, changed before adoption, or rejected, the Court
gave notice to afford any interested person the opportunity to
comment on the formor the nerits of the proposal.

The interimcourt rule requires the State Court Admnistrator to
establish guidelines for the purpose of allocating and di stri buting
support.
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These attached guidelines are established on an interim basis
pursuant to the interimcourt rule. The State Court Adm nistrative
Ofice invites comment on the guidelines. Pl ease address all
questions or comrents to Steven Capps at (517) 373-9318 or by e-
mai | at cappss@ud. state. m . us.

at t achnent
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Al l ocation and Distribution of Support Accounts
| nteri m Gui del i nes

Except for paynents directed to non-support accounts pursuant to
Section C, all nonies paid on friend of the court accounts shall be
allocated to cases according to the Case Allocation Priority
(Section B), and distributed accordingto the DistributionPriority
(Section D).

A Backgr ound

FOC of fices collect support, divide it anbng a payer’s cases, and
distribute it to that payer’s support accounts. A case is any item
filed wwth the clerk’s office receiving an individual docket nunber
i n which an order requires the paynent of support, and paynents are
sent through the friend of the court or state disbursenment unit.
An account is an amount of noney owed for a particular type of
obligation.' Distribution is an FOC office’s determ nati on of how
much is to be paid on each account within a single case. Wen a
payer has nore than one case, the process of dividing noney anong
cases is called allocation.

More than two-thirds of the cost of adm nistering Mchigan’s child
support programis paid by the federal governnent under Part 1V,

Title D, of the Social Security Act, [42 USC 561 et seq]. I n
exchange, M chigan and its courts, acting as | ocal |V-D enforcenent
entities, agree to conply with Title IV-D requirenents. These

requirenents dictate the manner in which paynents are to be
di sbursed to recipients on IV-D cases and on cases with incone
wi t hhol di ng. [42 USC 657]. They al so specify how paynents nust be
al l ocated when incone w thholding paynments are nade on nultiple
obligations [45 CFR 303.100(a)(5)].

Federal |aw requires inconme w thhol ding paynments to be treated as
chil d support and presunes all other paynents are i ntended as child

Exanpl es of accounts are: current child support owed to an

i ndividual or to the state, past-due child support (arrears) owed
to an individual, past-due child support (arrears) owed to the
state, spousal support, and nedi cal expense rei nmbursenent.
Accounts also include things that are technically not child
support such as court costs, and statutory fees. Feder a

regul ations require all amunts collected to be first considered
child support, unless a specific paynent is clearly designated by
t he support obligor to be for another type of account.
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support unless otherwise specified. [45 CFR 303.100(e)(4)].
Federal |law requires that all paynents on |IV-D cases received as
child support, regardless of the source of the paynent, be
distributed first to current child support obligations, then to
child support arrearage, and finally to non-support accounts (such
as spousal support, fees, costs, etc.). [42 USC 657]. Enphasi zi ng
that current nonthly support nust be paid before arrears can be
satisfied, federal child support officials found in a 1995 audit
that M chigan’s systemof distributing inconme w thhol di ng paynents
based on the anmbunts in the notices was not in conpliance with the
requi renents of federal |aw The auditors concluded that the
st at ewi de system nust be programmed to i nsure that current support
is paid before noney is applied to support arrearage. Because the
accounts in question are nmaintained by the courts, and because the
courts agree to be bound by IV-D requirenents, MCR 3.208(C) (4)
provi des that i ncome withhol ding notices may not direct allocation
and di sbursenent of paynents. Federal |aw nmandates support paid
by income wthholding on both IV-D and non-1V-D cases is to be
distributed within a case as required by [42 USC 657], and
anticipates simlar treatnent when support is not paid by incone
wi t hhol di ng. 2 When paynents are nmade on non-1V-D cases ot her than
by income wthholding, federal |aw does not specify how the
paynments nust be allocated anong a payer’s multiple cases. The
federal Ofice of Child Support Enforcenent (OCSE) has stated that
this is a matter governed by state law.® According to the OCSE
whet her a payer can pay support on one case and not another is al so
a matter of state law *

This policy treats all cases the sane regardl ess of the source of
paynent to require that the current nonth’s child support be paid
before distributing nonies to other accounts and that paynents
shoul d be distributed in a uniformmanner on all cases, regardl ess
of 1V-D status and source of paynent. This wll allow the
statewi de system to be programred uniformly and insure that a
practice in one friend of the court office does not produce a
result that will change the way recipients of support with cases in
other offices receive paynents. The policy will also incorporate
the spirit of the federal l|egislation that, where possible, it is
best to first send nonies into the household where the children

OCSE Action Transmittals 98-24, question A20, and 97-17, question
A45.

OCSE Action Transmittal 98-24, questions Al3 and Al5.

OCSE Action Transmittal 97-13, question A6.
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reside. This reasoning should make nore noney available for the
benefit of children for whom support should be paid, increase
econom c opportunities for their famlies, and reduce the need for
reliance on public assistance.

B. Definitions

Account neans an anount of noney owed for a particular type of
obligation within any single case (e.g. support, nedical support,
court costs, handling fees, etc.).

Al | ocation neans the process of dividing noney anong cases when a
payer has multiple cases.

Attorney fees nean court ordered reinbursenents of attorney or
prosecutor fees.

Current nmonth's obligation is the equivalent of all periodic
charges or installnments that are, or will be, due in the current
nont h.

Case neans any item filed with the clerk’s office receiving an
i ndi vi dual docket nunber in which an order requires the paynent of
support, and paynents are sent through the friend of the court or
state disbursenent unit.

Di stribution means an FOC office’s determ nation of how nmuch is to
be paid on each account within a single case (not between cases).

Fees/ costs nmean court ordered paynents which are of a fee or cost
nature (not defined elsewhere in this policy), including:
statutory handling fees ($2/ no), processing fees ($1.25/no), court
or bench warrant costs, transportation or sheriff's departnment
fees, copying fees, counseling fees, etc.

Genetic testing expense neans court ordered paynent for
rei mbursenent of costs incurred by the state, county, or party,
connected to conducting a blood or tissue typing determnation in
establishing paternity.

O her statutory support means court ordered paynents for expenses
statutorily defined as support in addition to support set pursuant
to the formula, including: educational expenses; nedical, dental,
and/ or health care expenses; confinenent expenses; etc.
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Property settl enment neans court ordered paynents which are property
settlenment in nature including: property settlenents, alinony in
gross, alinony (non-spousal support) which is property settlenent
in nature, etc.

Support means court ordered paynents for a child pursuant to the
child support formula (or a deviation from the formula) or
mai nt enance of a spouse (non-property settlenent) including: child
support, spousal support, child care expenses, support assigned as
foster-care reinbursenent, etc.

C. Al l ocati on Anong Cases
1. Al | ocation Rul es

All court ordered nonies paid on friend of the court
accounts shall be allocated anong cases as foll ows:

a. Federal Tax Refund O f set.

Al tax refund offset nonies shall be allocated to
cases certified for tax refund offset in the manner
prescribed by the Famly Independence Agency -
Ofice of Child Support.

b. One Case - Al Paynents

I f the payer only has one support case, all nonies
paid shall be allocated to that case.

C. Mul ti ple Cases - Income Wthhol di ng Paynents

When a payer has nore than one case and a source of
i ncomre makes a paynent in connection with an i ncone
wi t hhol di ng notice, the paynent shall be all ocated
as foll ows:

1) To all of the payer’s cases if:

a) The anmount paid is the anmount set forth
in the incone wthholding notices,
whet her or not the remttance is
designated for all of the payer’s cases,
or

b) The remttance is designated for all of
the payer’s cases, whether or not the
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remttance is in the anount contained
wi thin the incone withhol ding notice, or

c) The remttance is designated for |ess
than all of the payer’s cases and an
i ncome Wt hhol ding notice was mail ed for
any m ssing case nore than 21 days before
t he wi t hhol di ng date.

2) To the case(s) designated by the enployer if
the remttance is the anmount ordered to be
wi thheld for the listed case(s) and, if the
notice for any mssing case was sent 21 days
or | ess before the wi thhol ding date.

When the amounts remitted are the sane as the
anounts contained in the i ncone wi thhol di ng notices
for the cases for which the allocation is being
made, the paynent should be allocated anong cases
as set forth in the inconme wthhol ding notices.

Wien the anounts remtted are different than the
anounts in the income wthhol ding notices for the
cases for which allocation is being nade, the
anmounts remtted should be allocated anong the
cases on a pro-rata basis. The anmount allocated to
each case is that case’'s pro-rata share of the
remttance based on the anmounts in the income
wi thholding notice for the highest account
allocation priority level. Wen all of the amounts
required to be remtted pursuant to the incone
wi thholding notices for the highest account
allocation priority level are satisfied, the
remai ni ng noney is allocated anong the cases based
on the amounts set forth in the incone w thhol ding
notices for the next highest account allocation
priority level, continuing this pattern until no
noney remai ns to be all ocat ed.

Mul ti pl e Cases - Enforcenent Action Paynents, Third
Party

| f the payer has nore than one case and a paynent
is received froma third party, in connection with
an enforcenent action (e.g. levy on lien, bond,
bench warrant, garni shnment of bank account, etc.)
which specifies the paynent is intended for a
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specific case, nonies shall be allocated to the
| i sted case.

e. Mul ti pl e Cases - Paynents, GCeneral

| f the payer has nore than one child support case,

and a paynent is received which does not specify

any particul ar case or specifies paynent on all of
that payer’s cases, nonies shall be allocated to
all the payer’s cases.

I f the payer has nore than one case and a paynent

is received from the payer or from another

i ndi vi dual on behal f of the payer, and the paynent:

1) Specifies the information required by MR
3.208(C)(3), the paynent shall be allocated
anong cases as directed. The payer may prepay
support in cases in this manner by including a
specific witten instruction that the paynent
is a prepaynent of support, provided that no
support account for the designated case has an
arr ear age.

2) Does not specify all of the information
required by MCR 3.208(C)(3), the paynent shall
be all ocated to all cases.

To calculate the ampunt to be allocated to a

specific case, anobunts owing at the same account

allocation levels on multiple cases nust be split
on a pro-rata basis between anmpbunts at that |eve

on all of the cases. The ratio to divide the
paynent is based on all the periodic paynent

amounts ordered at that l|level for each case. | f

periodi c arrearage paynent anounts are not ordered

on a case, the anount cal cul ated by application of
the Arrearage Quideline, found in the M chigan

Chil d Support Fornul a Manual, shoul d be used as the

periodic paynent anount for t hat case in

calculating the ratio to divide the paynent.
2. Account Allocation Priority Levels

The follow ng types of accounts are entitled to priority
inthe order |isted for purposes of allocation of nonies
anong cases:
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a. Periodic anount of current support, excluding
spousal support only cases.

b. Periodic amobunt to be paid on support arrearage,
i ncludi ng reinbursenment for confinenment expenses,
heal t h care expenses, and genetic testing expenses,
and excluding any anmounts due for spousal support
only cases.

C. Al'l paynments on cases that have spousal support
only.
d. Amounts due under the friend of the court act,

support and parenting tinme enforcenent act, or
other laws specifically directing friend of the
court activity (such as statutory fees).

e. Any ot her anounts due.
D. Paynments Directed to Non-Support Accounts

Not all of a payer’s paynents are intended to be support paynents.
For exanple, divorce case support payers are required to pay a
$2. 00 per nonth statutory fee. [ MCL 552.23; MSA 25.103]. Some non-
support paynments, such as statutory fees, are appropriately paid
through the friend of the court office or the state disbursenent
unit. To direct a paynent to a non-support account, the payer
nmust do the foll ow ng:

For each account where paynent is intended, specify the nanes
of the payer and payee, the case nunber(s), and anounts
desi gnated for each non-support account.

E. Distribution Priority

Anmount s al | ocated to specific cases shoul d be di stributed accordi ng
tothe follow ng rules, unless they are paynents recei ved under the
federal tax refund offset programor allocated as Paynents Directed
t o Non- Support Accounts. Anounts allocated to non-support accounts
shall be distributed on that account. Anmounts paid through the
federal tax refund offset program shall be allocated and
di stributed according to the federal programrequirenents.

The priority level of an account is determned by the Account
Distribution Level list. Paynents allocated to a case shall be
distributed on a pro-rata basis between all anounts owi ng at the
hi ghest priority | evel where any balance is owed until all anounts
at that |level are satisfied.
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Once amounts owing on all accounts at the highest account
distribution |evel where any balance is owed are satisfied, the
anopunts remaining shall be distributed to all accounts where a
bal ance is owed, at the next highest account distribution |evel.
1. Account Distribution Levels:
a. Support Account types:

1) Current nonth’s obligation of support.

2) Current nonth’s obligation of other statutory
support.

3) Support and ot her statutory support arrearage
owed to the custodian.

4) Support and ot her statutory support arrearage
owed to a forner custodian.

5) Support and ot her statutory support arrearage
not owed to the custodian.?®

6) Genetic testing expenses.
b. Non- support account types:

1) Anmount s due under the friend of the court act,
support and parenting time enforcenent act, or
other laws specifically directing friend of
the court activity (such as statutory fees).

2) Al l ot her non-support accounts.

> When all Un-rei nmbursed Public Assistance owing to the state is
pai d, excess arrearages are transferred owing to the higher |eve
category - support arrearage owed to the custodian. Since that
| evel becones the highest level with a balance owing, it becones
the next | evel where noney gets distributed.



